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KEY ECONOMIC INDICATORS 


All values in million Irish pounds Exchange Rate: May, 1975 
unless otherwise stated lus $ 
Sources: Review and Outlook Department 1 Irish £ 
of Finance 
Central Bank Annual Report 1975 


A B 
1973 1974 g 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 2674 
GNP at Constant '68 prices 1595 
Per Capita GNP, Current Prices 898 
Gross Savings Available for Investment 703 
Gross Fixed Capital Formation 26.3 
(% of GNP) 
Volume of Ind. Prod. (1953=100) 291 
Net Agri. Prod. - 129.5 
Output per hour (1970=100) 117 
Earnings per hour 4 6 158 
Unit Wage Costs - ss 135 
Labor Force (thousands) 1118 
Avg. Unemployment Rate % Ye : 9.0 (March) 
(of insured population) 


MONEY AND PRICES 


Money Supply (MI) 534.5 562.6 533.8 (Feb.) 
National Debt Outstanding 1421.1(Mar) 1622.2(Mar) 1952.2 (Dec.'74) 
External Debt Outstanding 126.4 " 167.4 "310.7 (Dec.'74) 
Domestic Credit (end of yr.) 1574.0 N/A N/A 
Central Bank discount rate (end yr.) 12.75 12.00 10.0 (March) 
Assoc. Banks (0/Draft (end yr. rate) 12. 50- 11.75- 11.25- 

14.00 14.00 13.75 (March) 
Consumer Prices (1968=100) 156.8 188.2 203.3 (Feb.) 
Wholesale Prices (1953=100) 225.4 253. 5* N/A 
Agricultural Prices " “ 250.2 . 
Terms of Trade (1968=100) N/A " 


BALANCE OF PAYMENTS 


Official External Reserves (end yr.) 472.2 (March) 
Balance of Payments, Current a/c (-) ‘ N/A 

Balance of Trade (-) (adjusted) . 108.2* " 
Exports FOB 305.8% " 

US Share % * 3.8* 
Imports CIF 414.0 

US Share % 9.8% 
*Provisional 

January/October 1974 data (latest available) 


Main imports from US: Non-electric machinery - £21.4m; electric machinery - £9m; 
Oilseed cake, meal etc. - £7.9m; scientific equipment - £4.lm; unmanufactured 
tobacco - £4-5m; plastic materials - £3.4m; textile yarn, etc. - £3./m. 


Main exports to US: Shannon exports - £11.9m; frozen beef - £6.8m; thermionic 
valves, tubes, etc. - £6.12m; non-electric machinery - £4m; antibiotics - £3.9m; 
glassware - £3.4m; wire cable, rope, etc. - £3.4m; footwear - £2.9m. 





SUMMARY 


The Irish economy continues to be depressed by the high rates of 
inflation and unemployement that plagued the country throughout 
1974. Prices in 1974 rose by 20 percent, and the rate of unem- 
ployment reached 9 percent by year's end. Industrial production 
in 1974 rose only slightly, and the increase of the rate of 
investment in industry was marginal. Both retail sales volume 
and gross agricultural output fell in 1974. Exports and imports 
increased in 1974, but the balance of payments deficit widened to 
£310 million. In an attempt to stimulate economic recovery, the 
Government introduced a mildly reflationary budget in January 
1975. The forecast for 1975 is for continuing inflationary 
pressures and unemployment and little or no change in the volume 
of GNP. However, imports are expected to remain at a relatively 
high level. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Throughout 1974 the basic problems of the Irish economy continued to 
be high rates of inflation and unemployment. The volume of GNP 
during the year fell slightly while consumer prices rose by 20 percent. 
The volume of industrial production increased by less than 3 percent. 
Business and industry suffered very serious liquidity problems, and 
the rate of investment in industry rose only .5 percent in real terms. 
Similarly, there was a fall of approximately 2 percent in the volume 
of personal consumption expenditure. Factors contributing to the 
poor economic performance included continuing high costs of raw 
materials and fuel, a depressed world market for beef and high wage 
increases domestically. 


The index of the value of retail sales increased by 13 percent in 

1974 as compared with 1973. However, deflating by the Consumer Price 
Index gives an actual drop in volume in retail sales of just over 2 
percent in 1974. This corresponds closely with the fall of real 
disposable income by over 4 percent in 1974. Imports of consumer 
goods, however, did not abate in 1974, which in turn aggravated balance 
of payments problems and domestic unemployment. 


Gross agricultural output fell by about 2 percent in volume terms in 
1974. The output of livestock and livestock products, which together 
account for 80 percent of the gross value of agricultural output, were 
both down in 1974. The prices of crops and livestock products were 

up in 1974 but, with the decline in output and fall in cattle prices, 
the gross value of agricultural output rose by only 4 percent. On 

the input side, the prices of fertilizers and feedstuffs are estimated 
to have been higher than the previous year by 60 percent and 35 percent, 
respectively. 


As of the end of March 1975 unemployment stood at about 100,000 or 9 
percent of the insured work force. The hardest hit sectors of the 
economy in terms of unemployment are textiles, clothing and footwear, 
building and construction, and metals and engineering. A new National 
Wage Agreement that will cover some 450,000 workers in industry and 
services was negotiated in May 1975. This agreement provides for four 
quarterly wage increases tied to the Consumer Price Index. The 
Central Bank of Ireland estimates that non-agricultural money incomes 
will increase by as much as 31 percent in 1975. While the Consumer 
Price Index rose by 20 percent in 1974, the increase for the twelve 
month period ending March 1975 was 24 percent. In January the 
Government introduced a mildly reflationary budget that projects a 
deficit for the year 1975 of £125 million. Public capital expendi- 
tures will be up to 20 percent, and some £90 million for capital grants 
and loans to industry are made available to the Industrial Development 





Authority. The budget anticipates foreign borrowing of about £225 
million. Although the budget is reflationary, some new taxation was 
introduced, mostly on alcohol and tobacco. In 1974 the Government's 
fiscal policy also attempted to give substantial stimulus to the 
economy with borrowing requirements rising by more than 60 percent 
(from £200 million to £335 million). The value of merchandise exports 
in 1974 rose to £1,123 million - an increase of 29 percent over 1973. 
Merchandise imports in 1974, however, totalled £1,628 million or an 
increase of 43 percent over 1973. The trade deficit for 1974 there- 
fore was £505 million. Taking into consideration the surplus on 
services, emigrants' remittances and net EC transfers, the balance of 
payments deficit totalled £310 million. 


The outlook for 1975 is uncertain with little or no change in the 
volume of GNP expected. Some modest economic recovery is expected 

to be stimulated by rising agricultural incomes, but this in turn may 
contribute to accelerating inflation, which is clearly the greatest 
threat to the Irish economy. It is estimated that the unemployment 
rate will remain at about 9 percent throughout 1975, and the Central 
Bank believes that a major factor preventing a prompt recovery in 
employment is the escalation of unit wage costs. The trend in 
industrial exports during the latter half of 1974 was unfavorable, 

and not expected to improve much in 1975 due to adverse demand condi- 
tions in markets abroad as well as increasing domestic costs. Current 
forecasts are for an increase in value of industrial exports of 20 
percent in 1975, but representing a volume increase of only 3 percent. 
It is also estimated that, given the substantial moderation in import 
prices expected in 1975, the value of imports should rise at a lower 
rate than in 1974, The deficit on current account in 1975 is expected 
to show some improvement over 1974 but will still remain at a high 
level. 


The Central Bank's monetary policy for 1975 is aimed at avoiding an 
unnecessarily large increase in the money supply. The Bank wishes to 
avoid worsening the inflationary situation and will try to keep the 
expansion of money supply within limits needed to stimulate productive 
economic activity. The Bank expects gross domestic expenditure to 
increase by about 22 percent in 1975, and it intends to keep the growth 
of money supply on the same order. 


IMPLICATIONS FOR THE UNITED STATES 


The generally depressed economic conditions forecast for 1975 will 
undoubtedly have a dampening effect on demand in the Irish market. 
Despite this, import demand is expected to remain at a relatively high 





level, particularly as domestic inflation makes prices of imported 
goods relatively attractive. As noted above, the Government's budget 
calls for increased expenditure by the Industrial Development Authority 
as a means of stimulating economic recovery, and this in turn offers a 
market for American industrial machinery and equipment. 


One promising area of economic activity is offshore petroleum explo- 
ration. In early May 1975 the Government announced the terms for 
licensing offshore oil activity, and a number of international companies 
have evidenced interest. This offers a potential for sales of explo- 
ration equipment, supplies and services. A specific project that has 
been announced involves the construction of a £5 million offshore 
service base in the Aghada area of Cork's lower harbor. A private 
company, Celsea Services Ltd., has been set up to promote the plan. A 
State-sponsored project to be undertaken by Nitrigen Eireann Teoranta 
calls for a £30 million ammonia and urea plant at Marina Point in the 
River Lee estuary, Cork. 


Ireland's investment climate is good. Escalating wage costs and 
depressed economic conditions are disadvantageous, but the Industrial 
Development Authority offers a wide range of assistance and incentives 
to firms wishing to invest in Ireland. The incentives include grants, 


tax exemptions on export profits and assistance in training workers. 
Foreign investment is not only welcome in Ireland, but the Government 
has a positive policy of attracting investment, particularly in 
employment-creating industries. 
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